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Abstract 
This study examines internal and external factors affecting the formalization of Korean companies’ CSR in the level 
of organizations. In result, using the Workplace Panel Survey 2007, there are three key factors influencing the 
formalization of CSR, which are professional management system in the governance aspect, competitive advantage 
and overseas expansion in the market aspect. 
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1. INTRODUCTION 
As Korean economy has been rapidly developing exports since 1970s, Korean companies have been 
exposed to globalization for 40 years. Through this globalization, Korean companies have learned CSR 
and have adopted it locally. Recently, many Korean companies succeeded in overseas expansion, and they 
also adopted CSR in Korea as well as conducted CSR overseas. Global standards influence the spread of 
CSR, and the interests of stakeholders affect the local adaptation shape of CSR. To find the determinants 
of CSR, it is necessary to consider both local and global perspectives.  
In order to fully comprehend firms’ intention to CSR, comprehensive and strategic approaches need to 
be employed, and to have integrated perspective of CSR, understanding connectivity of internal structures 
and institution of companies related to CSR is required (Ethugala, 2011). Firms tend to formalize CSR 
internally by establishing relevant departments, setting social responsibility visions, providing code of 
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ethics, etc. However, due to lack of researches on CSR, it is necessary to study about the internal and 
external determinants of formalization of CSR. In this approach, we study the reason why companies 
implement CSR in two aspects: governance for the interests of local stakeholders and market for the 
global standards.  
2. INSTITUTIONALIZATION OF CSR IN KOREA 
The two most frequently quoted definitions of Corporate Social Responsibility (CSR) are 1) 
obligations of businessmen to pursue those policies, to make those decision, or to follow those lines of 
action which are desirable in terms of the objectives and values of society (Bowen, 1953) and 2) the 
fundamental responsibility is to make a profit while conforming to the basic rules of society, both those 
embodied in the law and those embodied in ethical customs (Carroll, 1979). In the perspective of 
organizational theory, CSR can be understood as an open-ended approach to comply with external 
environmental challenges, which influence structures.  
Many Korean companies participate in CSR to meet global standards, but its history isn’t sufficient. 
Since a benevolent attitude was emphasized in CSR in the 1950 - 60s, companies, which provide product 
with competitive price, were respected. In the 1970s, companies, which contribute to the national 
economic development by increasing exports, have been recognized as a good company, and some 
companies established foundation involuntarily for quasi-tax. In the 1980s, the period of democratization, 
CSR has been increasing from focusing on scholarship foundation to focusing on welfare because it was 
to deal with social pressures. Since the 1990s, growing concern about social issues, the importance of 
CSR was recognized. After the financial crisis in 1997, CSR begun to organize systematically, however, 
in the early 2000s, CSR was perceived as the discretionary contribution of excess resources, which 
considered as a peripheral issue when strategizing. However, in the 2000s, companies are pursuing 
various CSR activities such as cause-related marketing, NGO partnerships, and the establishment of 
foundation to meet global standards. With globalization, the perception of CSR has been changed, and 
Korean companies actively participate in CSR (Lee, 2002; FKI, 2008).  
3. HYPOTHESES 
3.1.  Governance and formalization of CSR 
As one of internal factors, professional management system can influence the formation of CSR. Even 
though CEO is considered to be individual, CEO stays in the centre of all business activities and is a key 
decision-maker of strategic decisions which may affect success of the company (Ansoff, 1965). For a 
CEO, two different theories can be applied: upper echelon theory (Hambrick and Mason, 1984) and 
agency theory (Eisenhardt, 1989; Jensen and Meckling, 1976). Upper echelon theory argues that the 
characteristics of top manager and top management team can influence strategy and performance of 
company, and agency theory asserts problems arise from conflicts between owners and managers of the 
affairs of a business. According to the upper echelon theory, experience and knowledge of professional 
executives can collect abundant information on global standards and interest of stakeholders through 
managing experience than the owners of a business, so that they will involve more in CSR as a long-term 
vision setting practice. On the contrary, based on the agency theory, professional executives enforce CSR 
to meet their personal interests and to suit global standards for the purpose of the risk aversion, even 
though it doesn’t fit to stakeholders.  
Principals and agents are likely to differ in their view of the benefits of corporate charitable giving. 
Therefore, there is a higher chance for CSR to yield conflicts between the agent and the stockholders 
(Friedman, 1970). From the agency theory perspective, principals are less likely than agents to approve of 
corporate charitable giving because the funding is ultimately coming out of their own pockets (Wang and 
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Coffey, 1992). It is because the goal of profit maximization is not met when the firm donates money to 
charity (Werbel & Carter, 2002). The CEO as an agent can use CSR to pursue a different purpose with 
principals’ goal of profit maximization, and corporate charitable giving may be used as an important 
access point to the elite business communities, supporting personal causes, increasing social power 
(Atkinson and Galaskiewicz, 1988; Navarro, 1988). Thus, the following hypothesis can be proposed about 
professional management system and formalization of CSR. 
 
Hypothesis 1: Professional management system will positively influence the formalization of CSR.  
 
The agency problem is too costly and too difficult for shareholders to verify specific managerial 
actions (Eisenhardt, 1989). As one of compensations, stock options are used to alleviate the agency 
problem. If CEO receives more stock options than cash, CEO is motivated to increase the value of 
company, so the agency problems between stakeholders and CEO can be mitigated (Jensen & Murphy, 
1990). Thus, stock options will decrease the motivation for CSR. Therefore, the following hypothesis can 
be proposed. 
 
Hypothesis 2: Firms’ monitoring systems will negatively influence the formalization of CSR.  
 
Multinational enterprises, which have the high rates of foreign ownership, are concerned with how 
their handling of ethical matters affects financial performance (Meyer, 2004). As foreign investment also 
play an important role in monitoring system, foreign owners will consider the cost of CSR as unnecessary 
expenses. Companies with the high rates of foreign ownership will involve lesser CSR. Thus, the 
following hypothesis can be proposed.  
 
Hypothesis 3: Foreign ownership ratio will negatively influence the formalization of CSR. 
3.2. Markets and formalization of CSR  
From the perspective of resource-based theory, strategies should be associated with resources, 
capability, core competences of companies (Barney, 1991; Grant, 1991). Philanthropy as means of CSR 
can be the most cost-effective way to improve in the competitive environments, and as more corporate 
philanthropy is aligned with a company’s strategy, the companies can gain a greater benefit in improving 
environments for the companies (Porter & Kramer, 2002).  
CSR influences some of the key determinants to firm competitiveness centred on issues such as brand 
equity, reputation and innovation (Vilanova, Lozano, & Arenas, 2009). CSR as intangible assets for 
companies will enhance these companies to overcome entry barriers and also will perform as entry 
barriers to competitors. Followers will pay attention to improve product qualities to catch up companies 
with competitive advantage, but companies with competitive advantage will in turn invest on gaining 
intangible resources to create higher degree of value. Not all resources of companies provide sustainable 
competitive advantage; therefore, companies with competitive advantages will find other ways to 
maintain it. One of which will be to focus on CSR. Companies with competitive advantages are 
considered to have strategic advantage, and these companies will formalize CSR to maintain their position. 
Thus, the following hypothesis can be proposed from the above arguments. 
 
Hypothesis 4: Competitive advantages of company will positively influence the formalization of CSR. 
 
Firms’ resources can be determinants to maintain competitive advantages in the market, but the 
environmental factor is considered to be important as well, and environmental change can influence the 
degree of importance in firms’ resources (Penrose, 1959). Influence of external forces can be explained 
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based on the institutional theory (Meyer & Rowan, 1977; DiMaggio & Powell, 1983). Institutional theory 
stresses environmental factors surrounding firms, especially emphasizes institutional factors (Campbell, 
2007). Based on the institutional theory, the primary factor of structural changes, which organizations 
become homogeneous, is explained by the process of isomorphism (DiMaggio & Powell, 1983).  
In term of CSR, multinational enterprises follow global or local standards as their organizational 
strategies respond to pressures of environments (Gnyawali, 1996; Arthaud-Day, 2005). CSR is often 
subject to strong pressures of institutional isomorphism that attenuate the strategic logic, and firms may 
replicate the organizational logic relevant to their product markets and apply it mechanically to CSR 
issues (Husted & Allen, 2006). Processes of institutional isomorphism within organizations will create 
consistency between organizational strategy based on the product market and CSR strategy as a result of 
organizational inertia and imitation (Husted & Allen, 2006). 
The more companies expand overseas, the more they mimic the CSR activities of successful companies 
in response to the pressure of isomorphism to reduce uncertainty (DiMaggio & Powell, 1983). Therefore, 
the following hypothesis can be proposed.  
 
Hypothesis 5: Overseas expansion will positively influence the formalization of CSR.  
4. METHODS 
In this study, we analyze the determinants of CSR formalization using the Workplace Panel Survey 
2007. The Workplace Panel Survey is a statistical survey approved by the national government. It has 
been conducted for the same targets biannually since 2006, and the surveys are conducted with 1,500 
sample workplaces sampled to represent workplaces in Korea using stratified sampling. 
The formalization of CSR as a dependent variable is operationalized from the survey questions which 
relates to CSR vision, CSR code of ethics, and CSR organization. Among 1,744 cases, 563 cases 
responded to CSR-related questions, and except for some missing data, 443 cases were analyzed using 
binary logistic regression analysis.  
As relating to structures and institutions in organization, strategies, and environmental factors, 
independent variables are operationalized by two aspects: professional management system, monitoring 
system, and foreign ownership ratio in the governance perspective, competitive advantages and overseas 
expansion and in the market perspective. As the purpose of this study is to find out determinant variables 
on the formalization of CSR, other influential factors such as industry categorization, number of 
employees and founding year have been controlled.  
5. RESULTS 
Table 1 shows the correlation between each variable. As correlations between all variables are less than 
0.7 and independent variables’ VIF values are less than 2.0 respectively, so multicollinearity is not a 
problem in our samples. 
 
Table 1: Pearson Correlation (N=443) 
 
1 2 3 4 5 6 7 8 9 10 11 
(1) CSR Vision 1           
(2) CSR Code of Ethics .520** 1          
(3) CSR Organization .597** .612** 1         
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(4) Employees .158** .135** .193** 1        
(5) Founding Year -.024 .012 -.065 -.137** 1       
(6) Industry -.079 -.113** -.091* .015 .100* 1      
(7) Professional Management System .193** .246** .203** .176** -.022 -.120** 1     
(8) Stock Option .108* .108* .084* .139** .000 -.210** .177** 1    
(9) Foreign Ownership Ratio .102* .151** .152** .099* .049 -.317** .200** .258** 1   
(10) Competitive Advantage .164** .165** .165** -.019 .089* -.144** .085 .021 .161** 1  
(11) Overseas Expansion .180** .187** .199** .145** -.094* -.503** .163** .185** .257** .168** 1 
* p < .05; ** p < .01 
 
Table 2 shows the results of binary logistic regression analysis to test hypotheses. Among control 
variables, employees, representing the size of the company, have significant effects on the CSR vision and 
CSR organization (p<.05).  
Hypothesis 1, which predicts the positive effect of the professional management system on CSR 
formalization, is supported in model 1, 2, and 3 (ȕ=.24, p<.05; ȕ=.39, p<.001; ȕ=.25, p<.01 respectively). 
However, stock option and foreign ownership, as the monitoring factor for agent, do not have significant 
effects on CSR formalization, so hypothesis 2 and 3 are not supported.  
As competitive advantage shows significant relationship with CSR formalization in model 1, 2, and 3 
(ȕ=.56, p<.001; ȕ=.46, p<.01; ȕ=.42, p<.01 respectively), hypothesis 4 is supported. In addition, overseas 
expansion to test the effect of mimetic isomorphism on CSR formalization has significant effects in model 
1, 2, and 3 (ȕ=.63, p<.05; ȕ=.62, p<.05; ȕ=.66, p<.01 respectively), supporting hypothesis 5.  
 
Table 2: The Results of Binary Logistic Regression Analysis (N=443) 
 
G  
Model 1: 
CSR Vision
Model 2: 
CSR Code of Ethics
Model 3: 
CSR Organization
G  B Exp(B) B Exp(B) B Exp(B)
Employee .000* 1.000 .000 1.000 .000* 1.000
Founding Year .006 1.006 .006 1.006 -.007 .993
Industry Dummy (Construction) .385 1.469 .024 1.024 .281 1.324
Industry Dummy (Service) -.145 .865 -.107 .899 -.007 .993
Professional Management System .240* 1.271 .389*** 1.475 .254** 1.289
Stock Option .435 1.545 .336 1.399 .204 1.226
Foreign Ownership Ratio .001 1.001 .004 1.004 .007 1.007
Competitive Advantage .555*** 1.742 .457** 1.580 .422** 1.525
Overseas Expansion .631* 1.880 .624* 1.866 .655** 1.926
Constant -15.590 .000 -13.777 .000 10.425 33703.212
Industry reference: manufacturing 
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6.  DISCUSSION 
This study examines internal and external factors affecting the formalization of CSR in the level of 
organizations. In result, there are three key factors influencing the formalization of CSR, which are 
professional management system in the governance aspect, competitive advantage and overseas expansion 
in the market aspect. Findings of the study have two important contributions for CSR research.  
The first contribution of our study is to explain the phenomenon that the global spread of CSR 
influences the regional firm’s strategic choice of social responsibility. Supporting hypothesis 1, the result, 
which the formalization of CSR is positively related to professional management system, shows that the 
pressure of global standards is stronger than local stakeholder’s demand. The reason why hypothesis 2 is 
not supported is also inferred that the monitoring effect of stock options is mixed with the effect of CEO’s 
expectation for the benefit from following global standards. In the same context, we suppose that as 
foreign owners have dual roles such as a global actor and a stakeholder, hypothesis 3 is not supported. In 
the future, follow-up studies should be conducted to clear marginal effects of the stakeholder’s influence. 
The second contribution is the first attempt to measure CSR formalization in Korea. Global standards 
influence the spread of CSR and local adaptation of CSR in Korea. Korean companies follow these trends 
through formalizing CSR by establishing relevant departments, setting social responsibility visions, 
providing code of ethics, etc. Our study is the first step to measure and understand CSR comprehensively 
in Korea.  
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